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July 19, 2018

Diane Hanian, Secretary

Idaho Public Utilities Commission
Statehouse Mail

W. 472 Washington Street

Boise, Idaho 83720

RE: Joint Application of Hydro One Limited and Avista Corporation for Order Authorizing
Proposed Transaction Docket Nos. AVU-E-17-09 and AVU-G-17-05 / Standard and
Poors Update Released on July 18,2018

Dear Ms. Hanian:

As promised in our July 18, 2018 letter regarding the recent developments involving Hydro
One’s CEO and board of directors, this letter provides a further update on events related to the
changes to Hydro One’s management.

Attachment A is an update from Standard and Poors, which (a) maintains the credit watch
negative reflecting the potential for a one notch downgrade to Hydro One Limited’s (HOL)
current credit rating because of the Avista transaction, and (b) notes the possibility that HOL’s
governance structure could result in an additional one-notch downgrade, if it concludes that
recent developments adversely affect management decision-making and fail to promote the
interests of all stakeholders.

Sincerely,

\

\
Kevin J. Christie
Vice President, External Affairs and Chief Customer Officer
Avista Corporation



Ce President & Chief Legal Officer
ydro One Limited

Attachments:
Attachment A: S&P Update of July 18, 2018

Cc: all parties
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CERTIFICATE OF SERVICE

| HEREBY CERTIFY that | have this 19" day of July, 2018, served the foregoing letter
regarding an Update on Recent Events in the Merger Case Nos. AVU-E-17-09/AVU-G-
17-05, upon the following parties, by sending a copy via electronic mail:

Diane Hanian, Secretary

Idaho Public Utilities Commission
472 W. Washington Street

Boise, ID 83720-5983
diane.hanian@puc.idaho.gov

Brandon Karpen

Deputy Attorneys General

Idaho Public Utilities Commission
472 W. Washington

Boise, ID 83720-0074
brandon.karpen@puc.idaho.gov

Danielle Franco-Malone

Schwerin Campbell Barnard
Iglitzin & Lavitt LLP

18 W. Mercer St., Suite 400

Seattle, WA 98119

franco@workerlaw.com

Larry Crowley

The Energy Strategies Institute, Inc.

5549 S. Cliffsedge Ave
Boise, ID 83716
crowleyla@aol.com

Dr. Don Reading

6070 Hill Road

Boise, ID 83703
dreading@mindspring.com

Norman M. Semanko

Parsons Behle & Latimer

800 West Main Street, Suite 1300
Boise, ID 83702
NSemanko@parsonsbehle.com
ecf@parsonsbehle.com

Brad M. Purdy
Attorney at Law

2019 N 171" Street
Boise, ID 83702
bmpurdy@hotmail.com

Peter J. Richardson
Richardson Adams PLLC
515 N. 27" Street

Boise, ID 83702
peter@richardsonadams.com

Ronald L. Williams

Williams Bradbury, P.C.

P. O. Box 388

802 W. Bannock St., Suite 900
Boise, ID 83702
ron@williamsbradbury.com

Ben Otto

Idaho Conservation League
710 N. 6™ St.

Boise, ID 83702
botto@idahoconservation.org

Dean Miller

3620 E Warm Springs Ave.
Boise, ID 83716
Deanjmiller@cableone.net

»7//”“,',,

Paul Klmball
Sr. Regulatory AnaIyS|st




S&P Global
Ratings

Research

Hydro One Ltd., Hydro One Inc. Ratings Remain
On CreditWatch Negative Following CEO Exit And
Board Resignation

Primary Credit Analyst:
Andrew Ng, Toronto + 1 (416) 507 2545, andrew.ng@spglobal.com

Secondary Contacts:
Vinod Makkar, CFA, Toronto + 1 (416) 507 3271; vinod makkar@spglobal.com
Obioma Ugboaja, New York + 1 (212) 438 7406; obioma.ugboaja@spglobal.com

® Toronto-based Hydro One Ltd. (HOL) recently anncunced the retirement of
its chief executive officer (CEO), effective immediately, and the
resignation of its entire board of directors on or prior to Aug. 15, 2018.

®* Our base case continues to reflect the likelihood that HOL's pending
transaction with Avista Corp. will close.

* However, the CEO's departure and pending resignation of the entire board
create uncertainty regarding the effectiveness of HOL's governance
structure, particularly with respect to the influence on management
decision-making and promoting the interests of all stakeholders.

e As a result, we are updating our CreditWatch negative placement on HOL
and Hydro One Inc., to reflect the governance developments and the
potential for up to a two-notch downgrade of both entities and their
rated debt.

e The CreditWatch placement now incorporates the risk of a one-notch
downgrade related to the Avista transaction closing, and the possibility
that the company's governance structure could result in an additional
downgrade. Overall, these distinct developments could collectively result
in a two-notch downgrade from our current ratings on both entities and
the rated debt.

TORONTO (S&P Global Ratings) July 18, 2018--S&P Global Ratings teoday stated
that its 'A' ratings on Toronto-based Hydro One Ltd. (HOL) and Hydro One Inc.
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(HOI) remain on CreditWatch with negative implications, where they were placed
June 15, 2018.

The CreditWatch placement on HOL and HOI continues to reflect the likelihood
of a one-notch downgrade toc both companies because of the Avista traneaction.
This reflects the extent of the regulatcry settlements and approvals thus far,
supporting our expectation that the pending transaction with Avista will
cloge. In addition, the CreditWatch now incorporates the possibility that
HOL's governance structure cculd result in an additional one-notch downgrade,
if we conclude that recent developments adversely affect management
decision-making and fail to promote the interests of all stakeholders.
Overall, these distinct developments could collectively result in a two-notch
downgrade from our current credit ratings on both entities.

We will resolve the CreditWatch when the transaction with Avigta closes, and
after our review of the company's governance structure, including our
evaluation of its effectiveness in promoting the interests of all
stakeholders.

RELATED CRITERIA

¢ Criteria - Corporates - General: Reflecting Subordination Risk In
Corporate Iesue Ratings, March 28, 2018

® General Criteria: Methodology For Linking Long-Term And Short-Term Ratings
, April 7, 2017

e General Criteria: Guarantee {riteria, Oct. 21, 2016

®» General Criteria: Rating Government-Related Entities: Methodology And
Assumptions, March 25, 2015

® Criteria - Corporates - General: Methodology And Assumptions: Liquidity
Descriptors For Global Corporate Isguers, Dec. 16, 2014

* General Criteria: Methodclogy: Industry Risk, Nov. 19, 2013

® General Criteria: Country Risk Assessment Methodology And Assumptions,
Nov. 19, 2013

® Criteria - Corporates - Utilities: Key Credit Factors For The Regulated
Utilities Industry, Nov. 19, 2013

e Criteria - Corporates - General: Corporate Methodology: Ratios And
Adjustments, Nov. 19, 2013

e Criteria - Corporates - General: Corpcrate Methodclogy, Nov. 19, 2013

® General Criteria: Group Rating Methodology, Nov. 19, 2013

® General Criteria: Methodology: Management And Governance Credit Factors
For Corporate Entities And Insurers, Nov. 13, 2012

® General Criteria: Use Of CreditWatch And Outlooks, Sept. 14, 200%

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific meanings ascribed
to them in our criteria, and shculd therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further
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information. Complete ratings information is available to subscribers of
RatingsDirect at www.capitalig.com. All ratings referenced herein can be found
on S&P Global Ratings' public website at www.standardandpoors.com. Use the
Ratings search box located in the left column.
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Copyright © 2018 Standard & Poor's Financial Services LLC. All rights reserved.

No content {including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any pari
thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval
system, wilhout the prior written permission of Standard & Poor’s Financial Services LLC or ils affiliates {collectively, S&P). The Content shall not be
used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, sharehclders, employees or
agents {collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or vailability of the Content. S&P Parties are not
responsible for any errors or omissions (negligent or otherwise}, regardless of the cause, for the results obtained from the use of the Content, or for
the security or maintenance of any data input by the user. The Content is provided on an “as is” basis. S&P PARTIES DISCLAIM ANY AND ALL
EXPRESS OR TMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES CF MERCHANTABILITY OR FITNESS FOR
A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATICN. In nc
event shall S&P Parties be hiable to any party for any direct, indirect, incidental, exernplary, compensatory, punitive, special or consequential
damages, costs, expenses, legal fees, or losses {including, without limitalion, lost incorme or lost profits and opporiunity costs or losses caused by
negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Credit-related analyses, including ratings, and staternents in the Content are statements of opinion as of the date they are expressed and not
statements of fact. S&P's opinions, analyses and rating acknowledgment decisions {described below) are not recommendations to purchase, hold, or
sell any securities or to make any invesiment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the
Content following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, judgment and
experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. S&F does not
act as a fiduciary or an investment adviscr except where registered as such. While S&P has obtained information from scurces it believes tc be
reliable, S&F does not perform an audit and underiakes ne duty of due diligence or independent verification of any information it receives,

To the extent that regulalory authorities allow a rating agency to acknowledge in one jurisdiction & raling issued in another jurisdiction for certain
regulatory purposes, S&P reserves the right to assign, withdraw or suspend such acknowledgment at any time and in its sole discrelion. S&P Parties
disclaim any duty whatsoever arising out of the assignment, withdrawal or suspension of an ackncwledgment as well as any liebility for any damage
alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each other iu order to preserve the independence and objectivity of their respective
aclivities. As & result, certain business units of S&F may have iuformation that is not available to other S&P business units. S&P has established
policies and procedures to maintain the confidentiality of certain non-public informaticn received in connecticn wilh each analytical process.

S&P may receive compensation for its ratings and cerlain credit-related analyses, normally from issuers or underwriters of securities or from
obligers. S&P reserves the right to disseminate its opinions and analyses. S&P's public ralings and analyses are made available on its Web sites,
www.standardandpocrs.com {(free of charge), and www.tatingsdirect.com and www.globalcreditporial.com (subscription), and may be distributed
through other means, including via S&P publications and third-party redistributors. Additional information about our ratings fees is available at
www.standardandpoors.com/usratingsfees.
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